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PROPOSED  RULES 


[4210-01] 

DEPARTMENT  OF  HOUSING  AND 
URBAN  DEVELOPMENT 

Office  of  Assistant  Secretary  for  Housing — 
Federal  Housing  Commissioner 

[  24  CFR  Parts  880  and  881  ] 

(Docket  Nos.  R-77-479  and  R-77-4801 

DEBT  SERVICE  PAYMENTS  AND 
SECURITY  DEPOSIT  PROVISIONS 

Proposed  Rulemaking 

AGENCY:  Office  of  Assistant  Secretary 
for  Housing — Federal  Housing  Commis¬ 
sioner  (HUD) . 

ACTION :  Proposed  rules. 

SUMMARY :  These  proposed  rules  would 
amend  the  Section  8  New  Construction 
and  Substantial  Rehabilitation  Regula¬ 
tions  to:  (1)  Make  vacancy  payments 
available  to  HUD-Insured  projects  in 
light  of  recent  statutory  changes;  and 
(2)  Revise  present  requirements  for  se¬ 
curity  deposits  to  permit  owners  to  col¬ 
lect  the  equivalent  of  one  month’s  Gross 
Family  Contribution  or  $50,  whichever 
is  greater. 

DATE:  Comments  must  be  received  on 
or  before  December  5, 1977. 

ADDRESS:  Written  conunents  should 
refer  to  the  docket  number  and  date  and 
should  be  submitted  to  the  Rules  Docket 
Clerk,  Office  of  the  Secretary,  Room  5218, 
Department  of  Housing  and  Urban 
Development,  451  Seventh  Street  SW., 
Washington,  D.C.  20410.  A  copy  of  each 
such  communication  will  be  available 
for  public  inspection  during  regular 
business  hours  at  the  above  address. 

FOR  FURTHER  INFORMATION  CON¬ 
TACT; 

Patricia  Arnaudo,  Deputy  Director, 
Project  Management  Division,  Office 
of  Assisted  Housing  Management,  De¬ 
partment  of  Housing  and  Urban  Dev¬ 
elopment,  Room  6248,  451  Seventh 
Street  SW.,  Washington,  D.C.  20410, 
202-755-6460. 

SUPPLEMENTARY  INFORMATION: 
24  CFR  Part  880  was  last  published  in 
its  entirety  on  April  26,  1976.  Miscel¬ 
laneous  amendments  were  published  for 
effect  on  September  29,  1976,  March  7, 
1977,  March  24,  1977,  and  March  31, 
1977.  24  CFR  Part  881  was  last  pub¬ 
lished  on  April  26,  1977,  with  miscel¬ 
laneous  amendments  on  October  14, 
1976,  November  9,  1976,  March  7,  1977, 
March  24,  1977,  March  31,  1977,  and 
Augiist  3, 1977. 

Proposed  Amendment  op  Sections  880.- 
107(d)  AND  881.107(d),  “Debt  Service 
Payments” 

Section  201(d)  of  the  Housing  and 
Community  Development  Act  of  1977 
amended  Section  8(c)(4)  of  the  U.S. 
Housing  Act  to  delete  the  restriction  that 
payments  for  vacant  units  up  to  the 
amount  of  the  debt  service  shall  not  be 
made  if  the  unit  is  insured  imder  the 
National  Housing  Act  (except  pursuant 
to  Section  244).  Accordingly,  HUD  pro¬ 


poses  to  delete  Sections  880.107(d)  (2)  (i) 
and  881.107(d)  (2)  (i)  and  renumber  the 
next  paragraphs. 

Sections  880.107(d)  (4)  and  881.107(d) 
(4)  provide  that  the  payments  for  va¬ 
cant  units  shaU  not  be  made  if  a  condi¬ 
tional  or  unconditional  commitment 
for  financing  was  secured  by  the  Owner 
from  a  lender  or  underwriter  prior  to 
December  15,  1976,  unless  the  financing 
terms  are  renegotiated  to  result  in  lower 
cost  of  financing  and  lower  Contract 
Rents.  The  basis  for  this  provision  is 
that  the  purpose  of  authorizing  vacancy 
payments  in  the  amoimt  of  the  debt 
sendee  is  to  encourage  financing  of  Sec¬ 
tion  8  projects.  If  the  Owner  obtained 
a  commitment  for  financing  before  De¬ 
cember  15,  1976,  which  was  the  date 
when  the  proposed  regulations  were  first 
published  giving  the  public  notive  that 
HUD  intended  to  implement  the  provi¬ 
sion,  it  was  deemed  that  the  Owner  did 
not  need  the  additional  security  provided 
by  the  vacancy  provisions. 

HUD  determined,  however,  that  it  was 
in  the  public  interest  to  permit  vacancy 
payments  if  the  Owner  renegotiated  the 
financing  terms  to  result  in  lowering  the 
cost  of  financing,  and  lower  Contract 
Rents.  The  Department  has  received  a 
suggestion  that  this  provision  should  be 
revised  since  the  concept  of  renegotia¬ 
tion  is  not  applicable  where  the  project 
is  permanently  financed  from  the  sale 
of  bonds.  In  the  case  of  bond  financing, 
there  is  no  interest  rate  to  renegotiate 
since  the  commitment  is  given  to  the 
Owner  based  on  an  anticipated  interest 
rate  before  the  permanent  obligations 
are  sold  and  the  interest  rate  for  the 
loan  to  the  Owner  depends  on  the  inter¬ 
est  rate  to  the  financing  agency  for  the 
obligations. 

The  goal  of  the  renegotiation  require¬ 
ment,  which  is  to  assure  that  the  secur¬ 
ity  provided  by  the  vacancy  payments 
is  refiected  in  lower  rents,  is  also 
achieved  by  authorizing  the  payments 
where  there  is  bond  financing  regardless 
of  the  date  of  the  commitment  to  the 
Owner.  The  bonds,  when  sold,  will  bear 
an  interest  rate  which  refiects  the  se¬ 
curity  of  the  vacancy  pasunents. 

Accordingly,  HUD  is  proposing  to 
amend  24  CFR  Parts  880  and  881  to  per¬ 
mit  the  provision  to  apply  even  if  the 
commitment  for  the  loan  was  given  be¬ 
fore  December  15, 1976,  where  the  actual 
interest  rate  on  the  obligations  to  be 
used  to  provide  the  permanent  financing 
was  established  on  or  after  December 
15,  1976. 

Finally,  these  sections  would  be 
amended  to  authorize  the  PHA,  rather 
than  HUD,  to  consider  claims  for  pay¬ 
ments  by  Owners  in  the  case  of  Private- 
Owner/PHA  Projects. 

Sections  880.116(a)  and  881.116(a), 
Security  and  Utility  Deposits 

To  assure  greater  family  responsibil¬ 
ity  for  maintaining  the  unit,  an  optional 
minimum  security  deposit  provision 
would  be  added.  The  Owner  would  be 
permitted  to  collect  a  security  deposit  in 
the  amount  of  one  month’s  Gross  Fam¬ 
ily  Contribution  or  $50,  whichever  is 


greater.  This  section  is  also  being  re¬ 
vised  to  permit  an  Owner  who  chooses 
not  to  collect  a  security  deposit  to  qual¬ 
ify  for  reimbursement  for  unpaid  rent 
or  other  amounts  owed  under  the  Lease 
in  an  amount  not  to  exceed  the  differ¬ 
ence  between  the  Contract  Rent  and  the 
greater  of  the  intially  determined  Gross 
Family  Contribution,  or  $50. 

*  «  *  *  • 

A  Finding  of  Inapplicability  respect¬ 
ing  the  National  Environmental  Policy 
Act  of  1969  has  been  made  in  accordance 
with  HUD  procedures.  A  copy  of  this 
Finding  of  Inapplicability  will  be  avail¬ 
able  for  public  inspection  during  regu¬ 
lar  business  hours  at  the  Office  of  the 
Rules  Docket  Clerk,  Office  of  the  Sec¬ 
retary,  Room  5218,  Department  of  Hous¬ 
ing  and  Urban  Development,  451  Sev¬ 
enth  Street  SW.,'  Washington,  D.C. 
20410. 

Accordingly,  the  Department  proposes 
to  amend  Title  24  CFR  as  follows; 

1.  Amends  § 5  880.107(d)  and  881.107 
(d)  to  read  as  follows: 

§§  880.107  and  881.107  Housing  assist¬ 
ance  payment  to  owners. 

•  *  «  •  * 

(d)  Debt  service  payments.  (1)  If  a 
unit  continues  to  be  vacant  after  the  60- 
day  period  specified  in  paragraph  (b) 
or  (c)  of  this  section,  the  Owner  may 
submit  a  claim  for  additional  housing  as¬ 
sistance  payments  on  a  semiannual  basis 
with  respect  to  such  a  vacant  unit  in  an 
amoimt  equal  to  the  principal  and  in¬ 
terest  payments  required  to  amortize  the 
portion  of  the  debt  attributable  to  the 
unit  for  the  period  of  the  vacancy, 
whether  such  vacancy  commenced  dur¬ 
ing  rent-up  or  after  rent-up. 

(2)  Additional  payments  under  this 
paragraph  (d)  for  any  unit  shall  not  be 
for  more  than  12  months  for  any  va¬ 
cancy  period,  and  shall  be  made  only  if : 

(i)  The  unit  was  in  decent,  safe,  and 
sanitary  condition  during  the  vacancy 
period  for  which  payments  are  claimed. 

(ii)  The  Owner  has  taken  and  is  con¬ 
tinuing  to  take  the  actions  specified  in 
paragraphs  (b)  (1),  (2),  and  (3)  or  para¬ 
graphs  (c)(1)  (i)  and  (ii)  and  (c)(2)  of 
this  section,  as  appropriate. 

(iii)  The  Owner  has  demonstrated  in 
connection  with  the  semiannual  claim 
on  a  form  and  in  accordance  with  the 
standards  prescribed  by  HUD  with  re¬ 
spect  to  the  period  of  Uie  vacancy,  that 
the  project  is  not  providing  the  Owner 
with  revenues  at  least  equal  to  the  proj¬ 
ect  costs  incurred  by  the  Owner,  and  that 
the  amount  of  the  payments  requested 
is  not  in  excess  of  that  portion  of  the 
deficiency  which  is  attributable  to  the 
vacant  units  for  the  period  of  the 
vacancies. 

(iv)  The  Owner  has  submitted  to  HUD 
or  the  PHA,  as  appropriate,  in  connec¬ 
tion  with  the  semiannual  claim,  a  state¬ 
ment  with  relevant  supporting  evidence 
that  there  is  a  reasonable  prospect  that 
the  project  can  achieve  financial  sound¬ 
ness  within  a  reasonable  time.  The  state¬ 
ment  shall  indicate  the  causes  of  the  de¬ 
ficiency;  the  corrective  steps  that  have 
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been  and  will  be  taken;  and  the  time  by 
which  it  is  expected  that  the  project 
revenues  will  at  least  equal  project  costs 
without  the  additional  payments  pro¬ 
vided  under  this  paragraph. 

(3)  HUD  or  the  PHA,  as  appropriate, 
may  deny  any  claim  for  additional  pay¬ 
ments  or  suspend  or  terminate  payments 
if  it  determines,  based  on  the  Owner’s 
statement  and  other  evidence,  there  is 
not  a  reasonable  prospect  that  the  proj¬ 
ect  can  achieve  financial  soundness  with¬ 
in  a  reasonable  time. 

(4)  This  paragraph  (d)  shall  be  appli¬ 
cable  to  any  project  eligible  for  payment 
under  this  paragraph  for  which; 

(1)  A  conditional  or  unconditional 
commitment  for  permanent  financing 
was  not  secured  by  the  Owner  from  a 
lender  or  underwriter  prior  to  Decem¬ 
ber  15,  1976;  however,  an  Owner  of  a 
project  for  which  a  commitment  for  per¬ 
manent  financing  was  secured  prior  to 
Eiecember  15,  1976,  may  request  HUD  to 
agree  to  make  this  paragraph  applica¬ 
ble  on  a  showing  that  the  financing  terms 
have  been  renegotiated  to  result  in  a  low¬ 
er  cost  of  financing  and  lower  Contract 
Rents;  or 

(ii)  The  actual  interest  rate  on  the 
bonds  or  other  obligations  issued  by  the 
PHA  (including  a  State  Housing  Finance 
Agency)  to  provide  the  permanent  fi¬ 
nancing  was  not  established  prior  to  De¬ 
cember  15,  1976. 

2.  Amend  §§  880.116(a)  and  881.116(a) 
to  read  as  follows: 

§§  880.116  and  881.116  Security  and 
utility  deposits. 

(a)  (1)  At  the  time  of  the  initial  exe¬ 
cution  of  a  Lease,  an  Owner  may  require 
a  Family  to  pay  a  security  deposit  in  an 
amount  equal  to  one  month’s  Gross  Fam¬ 
ily  Contribution  or  $50,  whichever  is 
greater.  If  a  Family  vacates  its  unit,  the 
Owner,  subject  to  State  and  local  law, 
may  utilize  the  deposit  as  reimbursement 
for  any  unpaid  rent  or  other  amount 
owed  under  the  Lease. 

(2)  Where  the  Family  has  provided  a 
security  deposit  in  the  amount  of  the 
Gross  Family  Contribution  or  $50,  which¬ 
ever  is  greater,  and  the  security  deposit 
is  insufficient  to  reimburse  the  Owner  for 
unpaid  rent  or  other  amount  owed  under 
the  Lease,  the  Owner  may  claim  reim¬ 
bursement  from  HUD  or  the  PHA,  as  ap¬ 
propriate,  not  to  exceed  an  amount  equal 
to  the  remainder  of  one  month’s  Con¬ 
tract  Rent.  If  the  Owner  did  not  collect 
a  security  deposit  from  the  Family,  or  if 
the  Owner  collected  a  security  deposit 
smaller  than  the  Gross  Family  Contribu¬ 
tion  or  $50,  whichever  is  greater,  the 
Owner  may  claim  reimbursement  from 
the  HUD  or  PHA  for  any  unpaid  rent  or 
other  amount  owed  imder  the  Lease.  The 
reimbursement  shall  not  exceed  an 
amount  equal  to  the  difference  between 
the  Contract  Rent  and  the  greater  of  the 
initially  determined  Gross  Family  Con¬ 
tribution  or  $50. 

(3)  Any  reimbursement  under  this 
section  shall  be  applied  first  toward  any 
unpaid  rent.  If  the  Family  vacates  the 
unit  owing  no  rent  or  other  amount  un¬ 
der  the  Lease,  or  if  such  amount  is  less 


than  the  amount  of  the  security  deposit, 
the  Owner  shall  refund  the  full  amount 
or  the  unused  balance,  as  the  case  may 
be,  to  the  Family. 

Authority:  Sec.  7(d),  Department  of  HUD 
Act  (42  U.S.C.  3535(d)):  Sec.  6(b),  United 
States  Housing  Act  of  1937  (42  U.S.C.  1437c 
(b)). 

Note. — It  iS  hereby  certified  that  the  eco¬ 
nomic  and  infiationary  impact  of  this  regu¬ 
lation  have  been  carefully  evaluated  in  ac¬ 
cordance  with  Executive  Order  11821. 

Issued  at  Washington,  D.C.,  October 
28,  1977. 

Lawrence  B.  Simons, 

Assistant  Secretary  for  Housing — 
Federal  Housing  Commissioner. 

(FR  Doc.77-31941  Piled  ll-2-77;8:45  am] 


[4210-01 ] 

[24CFRPart883] 

(Docket  No.  R-77-481] 

DEBT  SERVICE  PAYMENTS  AND 
SECURITY  DEPOSIT  PROVISIONS 

Proposed  Rulemaking 

AGENCY:  Office  of  Assistant  Secretary 
for  Housing — Federal  Housing  Commis¬ 
sioner  (HUD) . 

ACTION:  Proposed  rule. 

SUMMARY:  This  proposed  rule  would 
amend  the  Section  8  Housing  Finance 
and  Development  Agencies  Program 
Regulations  to:  (1)  Make  vacancy  pay¬ 
ments  available  to  HUD- Insured  projects 
in  light  of  recent  statutory  changes;  and 
(2)  Revise  present  requirements  for  se¬ 
curity  deposits  to  permit  owners  to  col¬ 
lect  the  equivalent  of  one  month’s  Gross 
Family  Contribution  or  $50,  whichever 
is  greater. 

DATE:  Comments  must  be  received  on 
or  before  December  5, 1977. 

ADDRESS:  Written  comments  should 
refer  to  the  docket  number  and  date  and 
should  be  submitted  to  the  Rules  Docket 
Clerk,  Office  of  the  Secretary,  Room  5218, 
Department  of  Housing  and  Urban  De¬ 
velopment,  451  Seventh  Street  SW., 
Washington,  D.C.  20410.  A  copy  of  each 
such  communication  will  be  available  for 
public  inspection  during  regular  business 
hours  at  the  above  address. 

FOR  FURTHER  INFORMATION  CON¬ 
TACT: 

Patricia  Arnaudo,  Deputy  Director, 
Project  Management  Division,  Office 
of  Assisted  Housing  Management,  De¬ 
partment  of  Housing  and  Urban  De¬ 
velopment,  Room  6248,  451  Seventh 
Street  SW.,  Washington,  D.C.  20410, 
202-755-6460. 

SUPPLEMENTARY  INFORMATION: 
24  CFR  Part  883  was  published  on  April 
15, 1975.  Mis'ellaneous  amendments  were 
published  for  effect  on  March  7,  1977, 
March  31,  1977,  and  August  3,  1977, 

Proposed  Amendment  of  Section 
883.204  (d) ,  “Debt  Service  Payments’’ 

Section  201(d)  of  the  Housing  and 
Commimity  Development  Act  of  1977 


amended  Section  8(c)  (4)  of  the  U.S. 
Housing  Act  to  delete  the  restriction  that 
payments  for  vacant  imits  up  to  the 
amount  of  the  debt  service  shall  not  be 
made  if  the  unit  is  insured  under  the 
National  Housing  Act  (except  pursuant 
to  Section  244) .  Accordingly,  HUD  pro¬ 
poses  to  delete  Section  883.204(d)  (2)  (i) 
and  renumber  the  next  paragraphs. 

Section  883.204(d)  provides  that  the 
payments  for  vacant  units  shall  not  be 
made  if  a  conditional  or  imconditional 
commitment  for  financing  was  secured 
by  the  Owner  from  a  lender  or  imder- 
writer  prior  to  December  15, 1976,  unless 
the  financing  terms  are  renegotiated  to 
result  in  lower  cost  of  financing  and 
lower  contract  rents.  ’The  basis  for  this 
provision  is  that  the  purpose  of  author¬ 
izing  vacancy  pajrments  in  the  amount  of 
the  debt  service  is  to  encourage  financing 
of  Section  8  projects.  If  the  Owner  ob¬ 
tained  a  commitment  for  financing  be¬ 
fore  December  15,  1976,  which  was  the 
date  when  the  proposed  regulations  were 
first  published  giving  the  public  notice 
that  HUD  intended  to  implement  the 
provision,  it  was  deemed  that  the  Owner 
did  not  need  the  additional  security  pro¬ 
vided  by  the  vacancy  provisions. 

HUD  determined,  however,  that  it  was 
in  the  public  interest  to  permit  vacancy 
pasrments  if  the  Owner  renegotiated  the 
financing  terms  to  result  in  lowering  the 
cost  of  financing  and  lowering  contract 
rents.  The  Department  has  received  a 
suggestion  that  this  provision  should  be 
revised  since  the  concept  of  renegotia¬ 
tion  is  not  applicable  where  the  project 
is  permanently  financed  from  the  sale  of 
bonds.  In  the  case  of  bond  financing, 
there  is  no  interest  rate  to  renegotiate 
since  the  commitment  is  given  to  the 
Owner  based  on  an  anticipated  interest 
rate  before  the  permanent  obligations 
are  sold  and  the  interest  rate  for  the  loan 
to  the  Owner  depends  on  the  interest 
rate  to  the  financing  agency  for  the  ob¬ 
ligations. 

’The  goal  of  the  renegotiation  require¬ 
ment,  which  is  to  assure  that  the  security 
provided  by  the  vacancy  payments  is  re¬ 
flected  in  lower  rents,  is  also  achieved  by 
authorizing  the  pasmients  where  there  is 
bond  financing  regardless  of  the  date  of 
the  commitment  to  the  Owner.  The 
bonds,  when  sold,  will  bear  an  interest 
rate  which  reflects  the  security  of  the  va¬ 
cancy  payments. 

Accordingly,  HUD  is  proposing  to 
amend  24  CFR  Part  883  to  permit  the 
provision  to  apply  even  if  the  commit¬ 
ment  for  the  loan  was  given  before  De¬ 
cember  15,  1976,  where  the  actual  inter¬ 
est  rate  on  the  obligations  to  be  used  to 
provide  the  permanent  financing  was  es¬ 
tablished  on  or  after  December  15,  1976. 

Finally,  these  sections  would  be 
amended  to  authorize  the  Housing  Fi¬ 
nance  and  Development  Agency  (HFDA) , 
rather  than  HUD.  to  consider  claims  for 
payments  by  Owners. 

Section  883.212(a),  Security  and 
Utility  Deposits 

To  assure  greater  Family  responsibil¬ 
ity  for  maintaining  the  unit,  an  optional 
minimum  security  deposit  provision 
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would  be  added.  The  Owner  would  be  per¬ 
mitted  to  coUect  a  security  deposit  in  the 
amount  of  one  month’s  Gross  Family 
Contribution  or  $50.  whichever  is  greater. 
This  section  is  also  being  revised  to  per¬ 
mit  an  Owner  who  chooses  not  to  collect 
a  security  deposit  to  quahfy  for  reim¬ 
bursement  for  unpaid  rent  or  other 
amount  owed  under  the  Lease  in  an 
amount  not  to  exceed  the  difference  be¬ 
tween  the  Contract  Rent  and  the  greater 
of  the  initially  determined  Gross  Falh- 
ily  Contribution,  or  $50. 

•  •  •  •  * 

A  Finding  of  Inapplicability  respecting 
the  National  Environmental  Policy  Act 
of  1969  has  been  made  in  accordance 
with  HUD  procedures.  A  copy  of  this 
Finding  of  Inapplicability  will  be  avail¬ 
able  for  public  inspection  during  regular 
business  hours  at  the  Office  of  the  Rules 
Docket  Clerk.  Office  of  the  Secretary, 
Room  5218,  Department  of  Housing  and 
Urban  Development,  451  Seventh  Street 
SW.,  Washington,  D.C.  20410. 

Accordingly,  the  Department  proposes 
to  amend  Title  24  CFR  as  follows : 

1.  Amend  §  883.204(d)  to  read  as 
follows: 

§  883.204  Housing  assistance  payment 
to  owners. 

*  *  *  *  « 

(d)  Debt  service  payments.  (1)  If  a 
unit  continues  to  be  vacant  after  the 
60 -day  period  specified  in  paragraph 

(b)  or  (c)  of  this  section,  the  Owner 
may  submit  a  claim  for  additional  hous¬ 
ing  assistance  payments  on  a  semiannual 
basis  with  respect  to  such  a  vacant  unit 
in  an  amount  equal  to  the  principal  and 
interest  payments  required  to  amortize 
the  portion  of  the  debt  attributable  to 
the  unit  for  the  period  of  the  vacancy, 
whether  such  vacancy  commenced  dur¬ 
ing  rent-up  or  after  rent-up.  . 

(2)  Additional  payments  imder  this 
paragraph  (d)  for  any  unit  shall  not  be 
for  more  than  12  months  for  any 
vacancy  period,  and  shall  be  made  only 
if: 

(i)  The  unit  was  in  decent,  safe,  and 
sanitary  condition  during  the  vacancy 
period  for  which  payments  are  claimed. 

(ii)  The  Owner  has  taken  and  is  con¬ 

tinuing  to  take  the  actions  specified  in 
paragraphs  (b)  (1),  (2).  and  (3)  or 
paragraphs  (c)(1)  (i)  and  (ii)  and 

(c) (2)  of  this  section,  as  appropriate. 

(iii)  The  Owner  has  demonstrated  in 
connection  with  the  semiannual  claim 
on  a  form  and  in  accordance  with  the 
standards  prescribed  by  HUD  with  re¬ 
spect  to  the  period  of  the  vacancy,  that 
the  project  is  not  providing  the  Owner 
with  revenues  at  least  equal  to  the  proj¬ 
ect  costs  incurred  by  the  Owner,  and  that 
the  amount  of  the  payments  requested 
is  not  in  excess  of  that  portion  of  the 
deficiency  which  is  attributable  to  the 
vacant  units  for  the  period  of  the 
vacancies. 

(iv)  The  Owner  has  submitted  to  the 
HFA,  in  connection  with  the  semiannual 
claim,  a  statement  with  relevant  sup¬ 
porting  evidence  that  there  is  a  reason¬ 
able  prospect  that  the  project  can 
achieve  financial  soundness  within  a  rea¬ 


sonable  time.  The  statement  shall  indi¬ 
cate  the  causes  of  the  deficiency;  the 
corrective  steps  that  have  been  and  will 
be  taken;  and  the  time  by  which  it  is  ex¬ 
pected  that  the  project  revenues  will  at 
least  equal  project  costs  without  the  ad¬ 
ditional  payments  provided  under  this 
paragraph. 

(3)  The  HFA  may  deny  any  claim  for 
additional  payments  or  suspend  or  ter¬ 
minate  payments  if  it  determines,  based 
on  the  Owner’s  statement  and  other  evi¬ 
dence,  there  is  not  a  reasonable  prospect 
that  the  project  can  achieve  financial 
soundness  within  a  reasonable  time. 

(4)  This  paragraph  (d)  shall  be  ap¬ 
plicable  to  any  project  eligible  for  pay¬ 
ments  under  this  paragraph  for  which: 

(1)  A  conditional  or  unconditional 
commitment  for  permanent  financing 
was  not  secured  by  the  Owner  from  a 
lender  or  underwriter  prior  to  December 
15.  1976:  however,  an  Owner  of  a  project 
for  which  a  commitment  for  p>ermanent 
financing  was  secured  prior  to  Decem¬ 
ber  15.  1976.  may  request  HUD  to  agree 
to  make  this  paragraph  applicable  on 
a  showing  that  the  financing  terms  have 
been  renegotiated  to  result  in  a  lower 
cost  of  financing  and  lower  Contract 
Rents:  or 

(ii)  ’The  actual  interest  rate  on  the 
bonds  or  other  obligations  issued  to  pro¬ 
vide  the  permanent  financing  was  not 
established  prior  to  December  15, 1976. 

2.  Amend  §  883.212 (al  to  read  as 
follows : 

§  883.212  Security  and  utility  deposits. 

(a)  (1)  At  the  time  of  the  initial  exe¬ 
cution  of  a  Lease,  an  Owner  may  require 
a  Family  to  pay  a  security  deposit  in 
an  amount  equal  to  one  month’s  Gross 
Family  Contribution  or  $50,  whichever 
is  greater.  If  a  Family  vacates  its  unit, 
the  Owner,  subject  to  State  and  local 
law,  may  utilize  the  deposit  as  reim¬ 
bursement  for  any  unpaid  rent  or  other 
amount  owed  under  the  Lease. 

(2)  Where  the  Family  has  proyided  a 
security  deposit  in  the  amount  of  the 
Gross  Family  Contribution  or  $50, 
whichever  is  greater,  and  the  security 
deposit  is  insufficient  to  reimburse  the 
Owner  for  unpaid  rent  or  other  amount 
owed  under  the  Lease,  the  Owner  may 
claim  reimbursement  from  the  HFA  not 
to  exceed  an  amount  equal  to  the  re¬ 
mainder  of  one  month’s  Contract  Rent. 
If  the  Owner  did  not  collect  a  security 
deposit  from  the  Family,  or  if  the  Owner 
collected  a  security  deposit  smaller  than 
the  Gross  Family  Contribution  or  $50, 
whichever  is  greater,  the  Owner  may 
claim  reimbursement  from  the  HFA  for 
any  unpaid  rent  or  other  amount  owed 
under  the  Lease.  The  reimbursement 
shall  not  exceed  an  amount  equal  to  the 
difference  between  the  Contract  Rent 
and  the  greater  of  the  initially  deter¬ 
mined  Gross  Family  Contribution  or  $50. 

(3)  Any  reimbursement  under  this  sec¬ 
tion  shall  be  applied  first  toward  any 
unpaid  rent.  If  the  Family  vacates  the 
unit  owing  no  rent  or  other  amoimt 
under  the  Lease,  or  if  such  amount  is 
less  than  the  amount  of  the  security 


deposit,  the  Owner  shall  refund  the  full 
amount  or  the  unused  balance,  as  the 
case  may  be,  to  the  Family. 

Aitthohity:  Sec.  7{d),  Department  of  HUD 
Act  (42  U.S.C.  3535(d)):  Sec.  5(b),  United 
States  Housing  Act  of  1937  (42  U.S.C.  1437c 
(b)). 

Note. — It  is  hereby  certified  that  the  eco¬ 
nomic  and  inflationary  impact  of  this  regu¬ 
lation  have  been  carefully  evaluated  in  ac¬ 
cordance  with  Executive  Order  11821. 

Issued  at  Washington,  D.C.,  October  28, 
1977.  ♦ 

Lawrence  B.  Simons, 

Assistant  Secretary  for  Housing — 
Federal  Housing  Commissioner. 

(FR  Doc.77-31942  Filed  ll-2-77;8:45  am) 
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[24  CFR  Part  883] 

(Docket  No.  R-77-4821 

SECURITY  DEPOSIT  PROVISIONS 
Proposed  Rulemaking 

AGENCY:  Office  of  Assistant  Secretary 
for  Housing — Federal  Housing  Commis¬ 
sioner  (HUD). 

ACTION:  Proposed  rule. 

SUMMARY:  ’The  Secretary  is  proposing 
to  amend  the  Section  8  New  Construc¬ 
tion  Set-Aside  for  rural  rental  housing 
projects  regulations  to  permit  Owners  to 
collect  a  minimum  security  deposit  equal 
to  one  month’s  Gross  Family  Contribu¬ 
tion  or  $50,  whichever  is  greater,  in  order 
to  insure  greater  Family  responsibility 
for  maintaining  the  unit. 

DA’TE:  Comments  must  be  received  on 
or  before  December  5,  1977. 

ADDRESS:  Written  comments  should 
refer  to  the  docket  number  and  date  and 
should  be  submitted  to  the  Rules  Docket 
Clerk,  Office  of  the  General  Counsel. 
Room  5218,  Department  of  Housing  and 
Urban  Development,  451  Seventh  Street 
SW.,  Washington  D.C.  20410.  A  copy  of 
each  such  communication  will  be  avail¬ 
able  for  public  inspection  during  regular 
business  hours  at  the  above  address. 

FOR  FUR’THER  INFORMATION  CON¬ 
TACT: 

Patricia  Arnaudo,  Deputy  Director. 
Project  Management  Division,  Office 
of  Assisted  Housing  Management,  De¬ 
partment  of  Housing  and  Urban  De¬ 
velopment,  Room  6248,  451  Sev'enth 
Street  SW..  Washington,  D.C.  20410, 
202-755-6460. 

SUPPLEMENTARY  INFORMATION: 
24  CFR,  Part  883,  the  Section  8/515  pro¬ 
gram,  was  published  for  interim  effect 
on  October  27,  1976.  Miscellaneous 

amendments  were  published  March  7, 
1977,  and  August  3,  1977.  This  program 
provides  HUD  procedures  for  projects 
assisted  under  Section  8  of  the  U.S. 
Housing  Act  of  1937  and  financed  under 
Section  515  of  the  Housing  Act  of  1949. 
The  Section  515  program  is  administered 
by  the  Farmers  Home  Administration 
(FmHA)  of  the  Department  of  Agricul¬ 
ture. 
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Section  883.715(a),  Security  and 
Utility  Deposits 

To  assure  greater  Family  responsibil¬ 
ity  for  maintaining  the  units,  an  op¬ 
tional  minimum  security  deposit  provi¬ 
sion  would  be  added.  The  Owner  would 
be  permitted  to  collect  a  security  deposit 
in  the  amount  of  one  month’s  Gross 
Family  Contribution  or  $50,  whichever 
is  greater.  This  section  is  also  being  re¬ 
vised  to  permit  an  Owner  who  chooses 
not  to  collect  a  security  deposit  to  qualify 
for  reimbursement  for  unpaid  rent  or 
other  amount  owed  under  the  Lease  in 
an  amount  not  to  exceed  the  difference 
between  the  Contract  Rent  and  the 
greater  of  the  initially  determined  Gross 
Family  Contribution,  or  $50. 

*  •  •  •  • 

A  Finding  of  Inapplicability  respecting 
the  National  Environmental  Policy  Act 
of  1969  has  been  made  in  accordance 
with  HUD  procedures.  A  Finding  of  In¬ 
applicability  will  be  available  for  public 
inspection  during  regular  business  hours 
at  the  Office  of  the  Rules  Docket  Clerk, 
Room  5218,  Department  of  Housing  and 
Urban  Development,  451  Seventh  Street 
SW.,  Washington,  D.C,  20410. 


Accordingly,  the  Department  proposes 
to  amend  Title  24  CFR  as  follows: 

1.  Amend  §  883.715(a)  to  read  as  fol¬ 
lows: 

§  883.715  Security  and  utility  deposits. 

(a)  (1)  At  the  time  of  the  initial  ex¬ 
ecution  of  a  Lease,  an  Owner  may  re¬ 
quire  a  Family  to  pay  a  security  deposit 
in  the  amount  equal  to  one  month’s 
Gross  Family  Contribution  or  $50, 
whichever  is  greater.  If  a  Family  vacates 
its  unit,  the  Owner,  subject  to  State  and 
local  law,  may  utilize  the  deposit  as  reim¬ 
bursement  for  any  unpaid  rent  or  other 
amount  owed  under  the  Lease. 

(2)  Where  the  Family  has  provided  a 
security  deposit  in  the  amount  of  the 
Gross  Family  Contribution  or  $50, 
whichever  is  greater,  and  the  security 
deposit  is  insufBcient  to  reimburse  the 
Owner  for  unpaid  rent  or  other  amount 
owed  under  the  Lease,  the  Owner  may 
claim  reimbursement  from  HUD  or  the 
PHA,  as  appropriate,  not  to  exceed  an 
amoimt  equal  to  the  remainder  of  one 
month’s  Contract  Rent.  If  the  Owner 
did  not  collect  a  security  deposit  from 
the  Family,  or  if  the  Owner  collected  a 
security  deposit  smaller  than  the  Gross 
Family  Contribution  or  $50,  which  ever 
is  greater,  the  Owner  may  claim  reim¬ 


bursement  from  the  PHA  for  any  unpaid 
rent  or  other  amoimt  owed  under  the 
Lease.  The  reimbursement  shall  not  ex¬ 
ceed  an  amount  equal  to  the  difference 
between  the  Contract  Rent  and  the 
greater  of  the  initially  determmed  Gross 
Family  Contribution  or  $50. 

(3)  Any  reimbursement  under  this 
section  shall  be  applied  first  toward  any 
unpaid  rent.  If  the  Family  vacates  the 
unit  owing  no  rent  or  other  amount  un¬ 
der  the  Lease,  or  if  such  amount  Is  less 
than  the  amount  of  the  security  deposit, 
the  Owner  shall  refund  the  full  amount 
or  the  unused  balance,  as  the  case  may 
be,  to  the  Family. 

Axjthobity:  Sec.  7(d),  Department  of  HUD 
Act  (42  UJ5.C.  3535(d)):  Sec.  5(b),  United 
States  Housing  Act  of  1^7  (42  U.S.C.  1437c 
(b)). 

Note. — ^It  Is  hereby  certified  that  the  eco¬ 
nomic  and  Inflationafy  impact  of  this  regu¬ 
lation  have  been  carefully  evaluated  in  ac¬ 
cordance  with  Executive  Order  11821. 

Issued  at  Washington,  D.C.,  October 
28,  1977. 

Lawrence  B.  Simons, 

Assistant  Secretary  for  Housing — 
Federal  Housing  Commissioner. 

[FR  Doc.77-31943  Piled  11-2-77:8:45  am] 
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